Specified Superannuation Contribution Withholding Tax (SSCWT) is the tax deducted from any contribution to a
superannuation fund that an employer makes for an employee’s benefit.

A superannuation fund is a scheme that has been registered under the Superannuation Schemes Act 1989.
SmoothPay provides support for SSCWT as follows:

e Aggregates employer contributions, and calculates the SSCWT on those amounts

» Aggregates the employee’s contributions (if any)

* Provides for specified SSCWT rates per employee to override the prevailing rate

* Provides for detailed reports in Standard Reports, as well as Allowance/Deduction History, IR346 and
SSCWT period reporting

« Generates consolidated or individual Direct Credit transactions for the superannuation contributions for
payment to the superannuation fund, per pay period (added to the direct credit file)

The Superannuation Subsidy Options '

The IRD Employers Guide (IR 335) discusses the various options available:

e Treating the employer’s contribution as taxable income for the employee (this is NOT subject to SSCWT),
and

« Treating the employer’s contribution as SSCWT - this in turn can be taxed at a standard 33% rate, or at a
varying rate at the discretion of the employer, based on the employee’s annual income.

This document briefly covers how you could establish the “taxable income” method, but deals specifically with the
recommended SSCWT method.

Taxing contributions at the employee’s personal tax rate (not subject to SSCWT)
This method can only be by agreement of the employer is NOT RECOMMENDED.
The reason’s are:

< that this inflates the employee’s gross taxable earnings,

e the PAYE is deducted as per any other type of allowance,

e and, last but not least, because it affects the employee’s gross earnings, it is subject to means testing
should the employee require dole or Family Support payments, and it also causes the employee’s Child
Support deductions (if any) to be calculated on the inflated Gross pay.

However, you can easily implement this method in SmoothPay as follows (note, this method is not recommended):
O Create a superannuation group scheme

O Add an allowance for the employer’s subsidy, which is optionally linked to the group scheme, to the employee’s
Pay Input

U Add an “Employer Calculation” deduction using the same calculation rules as the subsidy allowance, linked to
the superannuation group scheme

U Add an optional employee contribution deduction, also linked to the superannuation group scheme

As long as there is a valid bank account number in the group scheme record, a Direct Credit entry for the total
employer and employee deductions will be created in the direct credit output file when you finish the pay.
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Doing it the recommended SSCWT way

Effectively, the SSCWT is all accomplished outside of the payroll, however it wouldn’t be the most convenient way,
so SmoothPay provides special options and processes to cater for the job.

The next section explains in detail how to establish an SSCWT processing system.

Setting up SSCWT processing I

a Tick the SSCWT processing option in Company Setup:

Copy IRD efile to

[JAnalyse earnings by Account andfar Job, Linkto General Ledger

[ Ratesfamounts are entered inclusive of 5T for registered employees
[ show terminated employees in Cantral Centre

Exit 'Print Options Menu' immediately after printing

[[TUse previous pay as template if no Standard Pay established

[ 5end payslips by email (requires add-in)
[] Enter dates during time input

Email error messages to the HelpDesk
[]suppress "normal hours" checking in Pay Input

L]

SSCWT and IR346

Casual employes
leave charoed to

Default cost centre {as per Ledaer Setup) A

General Bank Payslips i Dptions Timesheets Holidays Act
Count Mew Zealand b

i Timeclock file
Timeclack type Mane b

Save

Cancel

& Print

Ledger setup

Security
Tax rates
ACC Premiums
Startup Options

= Email Setup

Without this setting, any and all SSCWT processing will probably be ignored.

Q Create a Group Scheme for your superannuation scheme.

Description [Superannuation Scheme |
Scheme Superannuation Investments Limited
management

company

Referance [cDs |

)

— Deduction scheme options
[]create individual fransactions in direct credit file {not consaolidated)

Bank Account# [01-0102-0211888-00 |

MOTE: Employee membership details are entered during pay input

(v ] (o] (o)

O Create an “employer” super subsidy ALLOWANCE, in this

example it's 5%, calculated as Earnings * Rate. You

can use the Fine Tuning options you require to tailor which earnings are included in the calculation.

Link it to the superannuation Group Scheme.

Make sure the Tax Option is set to SSCWT (this will automatically set the “Employer calc” flag — you

cannot change it).
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Allowance Maintenance

Allowance code [ Inactive
Description |Emn|uver's Suner Subisidy |

Tax optian |SSCWI' V| Man-aceruing
Prorated?® [] tapportioned over cost centres for wark done)
Group scheme |Superannuatiun Scheme V|

GST method (applies only to regd ermployees)

Stop GSTto GL? [ (setonlyif GST has already bean accrued in GL

Ermiplayer cale {getifthis is to be treated a5 an EMPLOYER
calculation only - does not affect employee's net
pay)

MNOTE: Ratesfamounts are entered when this code is used during pay input.
You may wish to linkto a group scheme to pay a reducing balance allowance

[Locate | [<Back | [Ewd= | [ new | [ Del | [ Ext |

The subsidy amount will automatically adjust based on the employee’s earnings. The following screen

shows suggested settings for Fine Tuning exactly which earnings are eligible for subsidy:

Fine Tuning
— Calculation includes... 1
[¥] ordinary time [#] Taxahle allowances
[ overtime [IMan-taxable allowances
[ 1Double tirme [[Estra-emolument allowances:
] Annual leave I Retirernent allowances

[¥] Sick leave
[¥] Public Holiday

Setall
[¥] Special leave _
[#] Time in lieu Setto default
Mgt Clear all

Choose which categories are to he included far calculation purposes
Grayved out entries (if any) are not applicable to the calculation method

o Now, add a deduction to be used for the employee’s contribution:
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Deduction code SUPER [inactive
Description [Superannuation |

Method of . |

e Amount per pay period |

Graup scheme Super Scherne. v

GET method Mone - {applies only to regd emplovess)

Stop GSTto GL? [ (set only if GST has already heen accrued in GL

Ledger account [ |

Ermployer cale [] temployer calculation only - does not affect
employee's net pay. Useful for subsidies etc)

MOTE: Ratesfamounts are entered when this code is used during pay input

[Located [=Back | [Ewd= | [ mMew | [ Da | [ Exit |

Choose an appropriate calculation method — it too could be based on a percentage of contributing earnings, or an
amount per period (as shown) etc.

If you need to, you can override the prevailing rate of SSCWT tax calculated on the employer’s contribution for any
employee by using Edit Employee..More Tax settings:

3 9

IRD numhber 28-416-893 Tax code | M hd

. You should setthese ifthe emplaoyee's taxcade
Special tax rate is Withhaolding, or theywish to pay 2 higher
percentage of tax andfor student loan. Tax rate

Special student loan rate N "
mustinclude earner lewy (if arny).

SECWT rate 0.21| Prevailing SSCWT rate is 33%

You should =et this ifyour employee wishes to
Tax elective Mormal % | have extra-emolument earnings taxed at a
higherthan narmal rate.

NOTE: The rate used here takes effect for ALL prior SSCWT deductions as well — the SSCWT rate used at the
time the contributions was made is not stored in transaction history. If changing rates, make sure it applies for the
entire period.

Making it all work I

Making it all work is pretty easy too:

O Add the ESUPER allowance and the SUPER deduction to qualifying employee’s Standard Pay entries, and
they’ll then automatically receive a calculated subsidy (which because it's an Employer Calc will not affect their
gross pay), and a suitable deduction as their own contribution (which does affect their net pay).

Q Ifthe SSCWT rate is required to be less than the current rate (33% at present), you can set it per employee in
the Edit Employee..More Tax Settings screen).

Q The Employer Schedules can (and should) be produced during Standard Reports, and will list each employee
and their gross subsidy, SSCWT and net subsidy amounts.

Q The Allowance/Deduction Schedules (also produced in Standard Reports), will list every employee’s own
contribution.
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a These reports can be reproduced at any time, for any period range, from the Reports list (Employee
Reports..Allowance Deduction History), so providing you with a means of collecting/proving the SSCWT totals
and contributions for any period range.

O The additional SSCWT and Contributions Report provides a listing of all employee contributions, employer
subsidy, SSCWT rate and deductions and net contributions to the superannuation scheme. The report can be
produced for all pay days in any selected month and is available from the IRD Schedules report group.

O If you have an account number set up in the superannuation Group Scheme, and you’re using SmoothPay to
generate your direct credit file, then the direct credit file will INCLUDE employer calculated SSCWT allowances
(the net amount after deduction of the SSCWT), as well as the employee contributions.

Q The monthly (or twice-monthly) IR346 will show the SSCWT calculated from the employer’s contributions.

Feel free to contact our HelpDesk if you have any questions or suggestions for improving this HelpNote.
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